Population Ageing Negatively Affects Productivity
cognitive and physical decline, is only marginally, if at all, affected by schooling. Therefore, even in the hypothetical case where the retirement age would increase sufficiently to keep the active-inactive ratio in the population constant, withinworkforce ageing would adversely affect productivity.
Empirical studies based on supervisors' ratings, quantity-quality measures or employer-employee matched datasets, suggest that on average, and particularly in jobs where the rate of technological change and learning requirements are high, age is negatively correlated with job performance. In occupations where experience and communication skills matter more, and technological change is moderate, older workers can perform about as well as they would in the middle of their careers. Hence, unless older workers completely specialise in professions where age does not decrease work capacity, their average productivity decreases with age.
Some positive implications of population ageing are likely to soften the decrease in aggregate productivity. For example increased international capital transfers may offset some of the detrimental effects of population ageing on economic growth, as investments may increasingly be placed in countries with younger population structures (and lower capital-worker ratios) and the returns paid back to ageing economies will be higher. Future health improvements and technological advances can lead to an increase in workforce productivity. But it is unlikely that these factors will be strong enough to more than partially offset the negative effects of a shrinking, ageing workforce.
